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Provision of public education is one of the major functions of
state and local governments . in the United States, and in most states,
the revenues appropriated to finance public education represent the
largest single component in public budget.

However, the specific

arrangements for financing public education vary widely from state to
state.

There are a number of studies examining the public finances of

South Carolina, yet none that are not badly out-of-date (Aull and Der
rick; Collins, et al.; Mccutchen and Smith).

Few, if any, comprehensive

studies have been undertaken of the financing of public education in the
state.

The purpose of this paper is to provide a general overview of

public school finance in South Carolina.
History of Educational Finance
While it is not necessary for our purpose to delve deeply into the
history of educational finance in South Carolina, there are at least
three significant landmarks in the twentieth century history of the
state that must be reviewed if we are to have a satisfactory perspective
on public school finance in the state.
Since Reconstruction, public education in South Carolina has been
financed by both state and local governments.

A wide variety of tax

instruments have been used by both levels of government, but until 1922,
the principal source of revenue at both levels was the property tax, and
consequently, the property tax provided the chief support for public
schools.

In 1922, the General Assembly undertook a major reform of the
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state tax system designed to eliminate ultimate l y the property tax as a
source of revenue for state government, reserving its use for counties,
municipalities, school districts, and other local governmental entities.
In that year, an income tax and an inheritance tax were enacted into
law, and the existing tax on gasoline and fees for business licenses
were increased.

Subsequently, in 1925, the General Assembly also

enacted taxes on soft drinks and cosmetics (the tax on cosmetics was
later repealed), and state government cut itself loose from the property
tax (S.C. Tax Commission) .
In the second quarter of the twentieth century, the responsibility
for financing public schools in South Carolina was shared more or less
equally by the state government and local governments.

The chief source

of revenue for the state was the income tax on individuals and corpora
tions, but the state also obtained revenue from a variety of other
sources including, after 1935, taxes on alcoholic beverages.

The prop

erty and poll taxes were the chief sources of revenue for local govern
ments.

Small amounts of federal monies were available from time to time

for public education, but usually these monies were earmarked for spe
cial activities and respresented an almost insignificant proportion of
the total revenue devoted to public schools.
The next major landmark was the passage in 1951 of a comprehensive
state sales and use tax.

The sales tax, as originally enacted, was set

at a rate of three percent of retail sales.
increased to four percent.

In 1969, the rate was

In its first year of use, the state sales

tax produced about $37.6 million, compared to the $32.5 million that the
state has appropriated in the preceding fiscal year for public education
(State Superintendent of Education, 1951-52).

Hence, in its initial
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year of use, the sales tax more than doubled the state revenue available
for public education in South Carolina.
The sales tax is of special interest in a discussion of public
school finance because the principal justificati on for its enactment was
the need for increased support of education.

Al l of the money raised by

the sales tax was to be devoted to public schoo l support.

It has often

been alledged, however, that the promise that al l sales tax revenues
would be devoted to the public schools has not been kept.
Interpreted literally, such an allegation i s easily disproved by
examination of state accounting records.

In no year since the sales tax

was first enacted in 1951 have the state approp r iations for pub l ic
schools been less than the revenues generated in that same year by the
sales tax .

In 1982-83, for example, the sales t ax p·r oduced $691 .6 mil

lion and the state appropriations for public education was $745.9 mil
lion, or about 108 percent of the revenue genera ted from the sales tax
(Budget and Control Board).
Yet it can be contended that the state has simply used the sales
tax revenue as a substitute for the other revenues it was devoting to
public education prior to enactment of the sales tax. · Such a contention
is difficult to prove or disprove because of significant changes that
have been made in the state's tax structure in i ntervening years and
because of a host of extraneous factors that complicate any analysis.
If one considers, however, that the state appropriated $32.5 million for
public education in the fiscal year prior to enactment of the sales tax
and makes an adjustment of that sum for changes in the purchasing power
of money, it can be determined that the pre-sales tax appropriation was
equivalent in purchasing power to about $98.5 million in 1983.

Since
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the actual 1982-83 appropriation in excess of sales tax revenues
amounted to $54.3 million, it would seem that indeed there is some sup
port for the contention of substitution.

In terms of purchasing power,

the net appropriation for public education above sales tax revenues in
1983 amounted to only 55 percent of the monies the state appropriated
for public education before sales tax revenues became available.
Before leaving this complicated subject, however, some additional
complications must be introduced.

At the time of the original enactment

of the sales tax, the state faced two public education problems requir
ing relatively large capital outlays for new school buildings and equip
ment:

1) consolidation of some 1200 separate school districts and elim

ination of almost as many one and two-room schools, and 2) massive
upgrading of the facilities of the separate school systems then main
tained for Blacks.

Consequently, very large amounts of the money raised

by the sales tax in the first years of its implementation were diverted
into a special fund for capital improvements (State Superindent of Edu
cation, 1951-52).

In those same years, relatively small amounts of the

monies raised from the sales tax were available for public school opera
tions.

As the new schools were completed and paid for, the need for

large capital outlays declined and more funds could be directed to
operational needs.

While no precise calculations on these shifts in the

use of sales tax revenues can be had from readily available data, it
appears that in terms of monies made available by the state for public
school operations, there has been relatively little or no substitution
of sales tax for other types of revenues and that the sales tax revenues
have generally represented a net addition to operating appropriations.
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The final major landmark that must be noted in any historical
review of public school finance in South Carolina is passage of the
South Carolina Education Finance Act in 1977.

The act was intended to

correct gross inequalities in the per pupil funding between various
school districts in the state.

The costs of a minimum foundation educa

tion is determined and that cost allocated between the state and the
local school districts so that the state would accounts for 70 percent
of the aggregate cost and the local districts for 30 percent.

Each

local districts actual share is determined by the proportion of the
total property tax base in the entire state available to that district
for taxation.

Local districts with relatively low tax bases would

receive more than 70 percent of the costs of meeting the minimum program
from the state, but districts with relatively high tax bases would
receive less than 70 percent, and some particularly fortunate districts
might receive less than 50 percent.
The state began implementation of the Education Finance Act in
1978.

The original plan was to phase the program in so that it was

fully implemented in five years using the additional revenues received
each year by the state as the South Carolina economy expanded.

A major

recession in 1979 followed by an even stiffer recession in 1981-82
severely restricted the ability of the state to implement the program on
schedule.

The 1984-85 budget provides for full implementation in the

1984-85 school year.
State and Local Support for Education
Figure 1 provides a graphic summary of the sources of financial
support for public schools in South Carolina in the period 1970-82.
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Local governments typically provide only about 30-35 pe~nt of the sup
port, a proportion that is low by national standards.

The state govern

ment, on the other hand, provides more than fifty percent of the sup
port, and about 15 percent of the support is obtained from federal
sources.
Compared to other states, South Carolina state government allocates
a relatively high proportion of its state budget to education.

In

1982-83, aboQt 57 percent of all general fund revenues were appropriated
for public education, and all other items in the state budget are rela
tively insignificant when compared to education.

On a per capita basis,

state appropriations for education in South Carolina in 1982-83 were
more than 40 percent higher than the average for all states, and were
the highest of any Southern state (Budget and Control Board).
State support for education in South Carolina also compares well to
that of other states when examined as a percentage of personal income.
In 1982-83, state appropriations represented 5.3 percent of the state's
personal income. The latest year for which data are available from all
states is 1979, and in that year, South Carolina ranked twelveth among
all states in the percentage of personal income allocated for public
elementary and secondary schools (Grant and Eiden).

Only four states

appropriated a full percentage point more personal income for public
education than South Carolina.

Those states were (in order) Alaska,

Utah, Montana, and Wyoming, all sparsely populated Western states that
make heavy use of severance taxes on oil and minerals to obtain revenues
for support of education.

The nature of severance taxes is such that

much of the incidence of the taxes is shifted to consumers, most of whom
live outside the taxing jurisdiction.

Hence, the raw data on percent of
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personal income appropriated for public education in states making heavy
use of severance taxes overstates the true financial sacrifice being
made by the residents of those states.

In terms of the actual percent

age of income given up by residents of the state for support of public
education, it is doubtful that any state is making a greater effort than
South Carolina.
By national standards, however, local support for public education
is low.

Before enactment of the state sales tax, you will recall that

the local governments typically provided almost half of the support for
education, and that percentage has dropped to only 30-35 percent in
recent years.

There are many explanations for this trend.

Perhaps the

most important, however, is that local governments in this state are
almost totally dependent upon the property tax today to raise revenue,
and the property tax, which is relatively well-suited to the public
finance needs of rural, agricultural communities, is not well-suited to
urban communities of wage earners.
Map 1 provides some information on the percentage of personal
income each county in South Carolina allocated for local support of pub
lic education in 1982-83.
percent.

The average for the state as a whole was 1.67

Jasper County, however, allocated 2.62 percent of the personal

income realized in that county for local support of schools, and ten
other counties allocated more than two percent.

Saluda County, however,

allocated only about eight-tenths of one percent of its personal income
for local support.

It should be noted that some, but not all, of the

poorer counties in the state are making substantial effort relative to
income--notably such counties as Allendale, Dillon, in addition to Jas
per. However, some of the poorer counties, including Saluda and Lee are
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near the bottom among all counties in the state in local effort relative
to income (Budget and Control Board).
Among the wealthier counties, only Lexington and Spartanburg are
making an effort relative to income comparable to that of counties like
Allendate, Jasper and Dillon.
Map 2 provides similar information relative to the effort being
made by counties in local support for education as measured by millage.
The statewide average millage for local support of public schools was
140 mills in 1982-83.

Spartanburg County was highest at 213 mills and

Saluda the lowest at only 72 mills.

Whle the millage for local support

of schools in no county approaches that in Spartanburg, a number of
counties, most notably Dillon, Hampton, Lexington and Marion approach
200 mills in their local levies (Morris).
In Map 3 we can obtain some composite picture of local effort in
support of public education.

Thirteen counties exceed the state average

in both the percentage of personal income and the millage allocated for
local support of schools, but there appears to be no distinct geographic
pattern in these counties nor does there appear to be any obvious expla
nation for why they have chosen to making an above average effort in
support of schools. Thirteen counties are also making less than the
state average effort in both percentage of personal income and millage
for support of schools, and they, too, suggest no obvious geographic
pattern or other explanation for their relatively low support.
The basic problem in financing public education in South Carolina
at a level comparable to that in other states is that the state remains
relatively poor with per capita income only equal to about 78 percent of
the national average (Budget and Control Board).

Hence, while combined
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state and local support for public education as a percentage of per cap
ita income is about 22 percent greater than the national average, per
pupil expenditure are only about 80 percent of t he national average .

In

no county in South Carolina is the average per pupil expenditure equal
to or greater than the national average.

Poor counties like Allendale

and Dillon that are making substantial local eff ort relative to support
of public education nevertheless - rank 18th and 37th, respective l y, among
all South Carolina counties in per pupil expendi tures.

Assuming no

other state does anything to increase financial support for public
schools, South Carolinians would need, on the average, to put about one
percent more of their personal income into educa tion to meet the
national per pupil expenditure average.
Will the increase in support for public schools proposed by Gover
nor Riley and recently enacted by the General Assembly bring South Caro
lina up to this national average?

It is impossible to provide a defini

ite answer to that question because a number of other states have
approved, or are about to approve, tax increases for support of public
schools.

If one assumes that no other state were to act, the Riley pro

posal would bring us to about 90 percent of the national average.
Since, however, such states as Tennessee and Florida have recently
enacted laws making substantial increases in financial support for pub
lic education, enactment of Governor Riley's package will not allow
South Carolina to make a major gain toward the national average.
will prevent the state from losing ground relati ve to the nation.

It
The

Riley proposal will have the effect of raising t he share of the total
allocation for public education accounted for by state appropriations
from 53 to 56 percent and reducing the local support from 37 to 30 per-
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cent.

If local jurisdiction in South Carolina would pledge to maintain

their support of public education at 37 percent of the total, essen
tially matching the additional state revenue forthcoming from the
increase of the sales tax from four to five percent, the per pupil
expenditures for public schools in South Carolina would be approximately
equal to the national average.
Outlook for Local Support
There are a number of reasons why it may not be reasonable to
expect that local jurisdictions can, or will, increase their support for
public schools so as to match any additional monies forthcoming from the
state.

As we have already noted, local governments in South Carolina

are heavily dependent upon the property tax.

One of the characteristics

of property tax administration is that the total annual tax is payable
in one lump sum, and hence, the tax is not convenient for taxpayers
dependent upon weekly or biweekly wages as their principal source of
income.

For local governments to match the additional state monies

forthcoming from a one-cent increase in the state sales tax, the average
property tax levy for schools in South Carolina would need to increase
by about twenty percent.

Such a large increase manifesting itself in a

single tax bill would almost certainly encounter stiff public opposi
tion.
It is also important to note that while public education is legiti
mately a high priority claimant on the public revenues, there are-other
claimants that responsible local governments cannot ignore.

If the

roads and bridges are not kept in repair, the school buses will have
difficulty transporting children to the schools, and while in South Car
olina the state assumes a major role in the building and maintenance of
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roads and bridges, local governments must use their own revenues for
this purpose as well.

Public order must be maintained, necessitating

outlays for law enforcement.

Public health must be safeguarded, neces

sitating outlays for solid waste disposal.

There are a variety of

other, often mundane, services that local governments must provide and
that, under South Carolina conditions, must be financed out of property
tax revenues.
Because many communities in South Carolina are growing relatively
rapidly, the demand for public service provided by local governments is
also growing.

A relatively recent study estimated that the rate of

growth in county expenditures required to maintain constant level of
services in South Carolina during the decade of the 1980's would average
five percent, plus the rate of inflation, on an annual basis (Study Com
mittee on Alternate Sources).

Because of inherent inefficiencies in

property tax administration, however, the same study estimates that the
property tax base--i.e., the assessed value of property on the tax
rolls--would have an annual growth rate of only about 1.5 percent.
With the demand for property tax revenues growing faster than the
tax base, the only alternatives are reductions in services or increases
in property tax millage.

Consequently, many South Carolina counties are

already facing the need to make relatively large and annual increases in
the millage for ordinary county operations.

Increases in the millage

for school purposes would need to be added to these increases for
ordinary county operations.

The public outcry that would result is

easily predictable.
Yet are not property taxes in South Carolina quite low by national,
and ·even regional standards?

The answer depends a great deal upon the
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individual taxing jurisdictions and the income level of the taxpayer.
In some parts of the state, property owners pay county, school, munici
pal, and a variety of special purpose district taxes that, combined,
approximate the tax obligations of property owners in some of the higher
tax jurisdictions of the country.
Moreover, the property tax system, as administered in South Caro
lina, tends to be quite regressive because of:

1) the way in which we

tax automobiles and other personal property, and 2) the lack of public
trnsportation in the state that requires almost every working person to
own an automobile.

The property taxes paid directly and indirectly by

relatively low income persons in South Carolina represent a larger frac
tion of their incomes than those paid by persons of the same income lev
els i~ jurisdictions such as New York City, Boston, and Los Angeles
(Study Committee on Alternate Sources).
In evaluating the burden imposed by the property tax in South
Carolina, one must take into account the peculiar nature of the tax
structure in the state.

Traditionally, local taxes in South Carolina

have been low by national standards, but state taxes have been rela
tively high.

Nationally, local taxes are approximately equal to state

taxes, but local taxes in South Carolina represent less than one-third
of the state taxes paid by the average citizen.

The combined state and

local taxes in South Carolina, expressed as a percentage of personal
income, are higher than in the neighboring states of North Carolina and
Georgia (Study Committee on Alternate Sources) .

While the combined

state and local taxes paid by South Carolina are a considerably lower
fraction of personal income than the average nationally, the substantial
increases in local property taxes that will be required for non-school
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purposes during the remaining years of this decade could push the com
bined state and local tax burden in South Carolina close to the national
average in a few years.
Under these conditions, it seems unlikely that local governments
will be able to make substantially larger contributions to the financing
of public schools in South Carolina.

That is not to foreclose some

increases, or even relatively large increases in some jurisdictions.
Action by the General Assembly to increase the range of tax instruments
available to local governments so as to reduce the need to finance addi
tional services from increases property tax millage could greatly
improve the opportunities for local jurisdictions to increase the sup
port provided public schools.

The General Assembly, however, has shown

itsel~ reluctant to expand the tax instruments available to local gov
ernments, and the prospects that a change in attitude .will be forthcom
ing soon in the General Assembly are not promising.
Education and Economic Development
The 1980 ' s mark a time of profound economic change in the United
States and in the world.

That change can best be understood within the

context of what economists call "the product cycle."

According to the

product cycle theory, there are three basic phases in the life of an
industry:

1) emergence, the period in which a new product is being

developed; 2) growth, the period in which production techniques are
being worked out and distribution systems established; and 3) maturity,
the period in which long, routine production runs are undertaken.

Each

phase has very distinct input requirements.
In the emergence phase, the most important inputs are scientific
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and engineering skills, but physical capital requirements are relatively
low.

Areas wi th large concentrations of scientific and engineering man

power, therefore, are likely to be those places where new products
emerge.

In the United States, those areas tend to be large urban cen

ters, especia l ly university centers such as those existing in New Eng
land and in California.

In the growth phase, the principal requirements

are capital, management skills, and a versatile , technically sophisti
cated labor force.

It is in this phase that the bugs are being worked

out of production processes and a work force is needed that can modify
production processes as experience with production is gained.

The

mature phase needs cheap, low-skilled labor to operate large quantities
of specialized machines in a production line operation (Hansen) .

A

recent dissertation by Ersenkal shows that most of the economic growth
in South Carolina in the past twenty y~ars can be traced to mature
industries seeking low-cost labor.
The United States economy is increasingly operating within a global
context.

In t hat context, South Carolina is not necessarly a low labor

cost state.

Wage rates in many of the developing countries of the Third

World are considerably below those prevailing in South Carolina.

While

there are some distinct advantages enjoyed by industries located in the
United States, many times those advantages are not great enough to off
set the very large wage differentials prevailing between the low labor
cost areas of this country and some of the more stable countries of the
Third World.

Consequently, the product cycle, which had worked in South

Carolina's favor for most of the years after World War II can no longer
be depended upon to bring new economic growth to the state.
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For South Carolina to grow and prosper, it will be necessary for
the state to develop those attributes needed to attract industries
before they reach the mature stage of the product cycle.

The state

lacks the concentration of ·scientific and engineering manpower needed to
move quickly to a position of being the location for emerging indus
tries.

While movement to such a position might be a worthy long-term

goal of South Carolina public policy, it offers little realistic hope of
success in the short or intermediate term.

The option remaining is to

develop human resources and capital markets so as to be competitive for
industries in the growth phase of the product cycle.
That is why investment in education is so important to the economic
future of South Carolina.

The comprehensive technical education system

in the state i s a valuable resource for developing the versatile, tech
nical sophisti cated labor force that industries in the growth stage
badly need.

But those students entering the technical education center

require solid grounding in language skills, science, and mathematics if
they are to take maximum advantage of what the TEC system can offer.
Since future generations of South Carolinians will probably no longer
have the comfort and security of a single lifetime job, but will be
required to change jobs (if not employers) several times in their work
ing lives, they will also need the abilities to understnd trends and
accommodate change that usually is associated with a solid education in
the humanities and social sciences.

It will be necessary for public

education not simply to train people for jobs, but to prepare them for a
lifetime of continuing education.
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Conclusions
Compared to other states, South Carolina state government is making
a significant contribution to the funding of public education relative
to the economic resources available.

Compared to other states, local

districts in South Carolina are not making the effort that might be
expected.

But taken together, the effort that South Carolinians have,

and are, continuing to make to provide financial support for public
schools cannot be faulted when compared to that of citizens of other
states.

With passage in 1984 of the set of proposals for additional

support for education, it is difficult to see how South Carolina can
make .a substantially larger financial contribution relative to the eco
nomic resources available.
The fact is that South Carolina is a poor state.

The resources

that are available are small compared to many other states.

So even at

the cost of substantial sacrifice in personal income, the total sum of
money available for support of education in this state falls below what
might be desired.

Some local districts in the state can afford to make

a larger contribution than they are now making, but even if all the dis
tricts were to increase their support to levels comparable to that pro
vided in Spartanburg, Lexington, Oconee, and Jasper counties, the total
amount of money available will hardly be more than the national average
when expressed on-a per pupil basis.

Given that the job to be done in

South Carolina is more difficult because of a raft of social problems
arising from our history, public education in this state faces major
managerial challenges in determining how we can get the biggest bang for
our few bucks.
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With passage of Governor Riley's education package, public school
administrators, teachers, etc., should be realistic enough· to recognize
that any additional monies forthcoming with have to be obtained as a
result of growth of the state's economy. It is highly unlikely that the
state can or will devote a larger share of personal income to public
education.

That means that annual increases of perhaps 2-3 percent in

real terms is about the best that can be expected.
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